
To: 	Webster, David[Webster.David@epa.gov]; Houlihan, Damien[houlihan.damien@epa.gov ]; 
Stein, Mark[Stein.Mark@epa.gov ] 
From: 	Groskin & Perkins 
Sent: 	Wed 6/12/2013 10:58:47 AM 
Subject: Re: Public Utilities Commission report suggests PSNH dump power plants 

Here is a second piece on the topic 
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®.inked articles: 
Public Utilities Commission re ort sugaests PSNH dumr)  ower plants 

The investigation by state regulators into the Publie Sen'iee of 1tilew I-Iampsthire eleetrie supply rates 
brought together a strong allianee in support oPehange, with environmental groups. eonsumer groups, 
wholesale eleetricity providers and eompetitiVe retail suppliers urging the PUC to Find away for PSNH to 
sell its power plants. 

The 	t 	operating power plants is built into the PSNPI energy supply rate, whieh }has vone up ili the 
past 	ars as the regulated utility begins to reeoup eosts associated with pollution eontrols at 
Mert 	Station in 130VI 

Those higher priees have 	ompetitors an opportunity to eome ' t 	iarket and take away PSNH 
eustomers for energy supply. eVen thou1 :111 PSNH still delivers the e. 

Rather than endorse a system that has made tiheil -  entrv into the market possible, the eompetitiVe suppliers, 
by and lalgc. support the kind of ehanges t17e PUC is recommending. 

"We i'ound eompetitive retail suppliers far less interested in the 'lieadroom' ereated by the signifiicant gap 
between market and PSNH's default prices. as eompared with supporting a market that is eondueiVe to 
eompetition 	he longer term-" the PUC staff-wrote. 

The Retail Ene, ~~ y  Supply Associatiorn- representing companies that se11 energy to large users, urged 
PSNH to enibraee the recommendations. 

"The report got it right." said Dan Allegretti, RESA's New England ehair. "It points oLtt that on the one 
hand the eurrent situation provides an opportunity for retail siuppliers to offer substantial savings to 
eustomers. as eompared to the default price from PSNH- but it also points oiut. and we XVou]d agree. that 
lon ~cr term a much more stable and durable restrueturing is needed in whieh PSNH is out of the electrfc 
eommodity business, and becomes a delivery eompany." 

The two eompanies that have sueceeded in attraeting the largest number of eustomers away fro7 ~ 



"ENHPoncrbe|icvcsihcforceddlvCsti\urco[PSNBacncrutionossoQislongoroxjuc 	id Kcvin 
Dcon,oco-onncrof\hccompuny\hu1huosigocdup5R/)m)[onncrPS 	cunNmce 	bc|icrc\hcd 
\his is oonsis\cnl`xi\h \hc inlcnlof\hc dcrej :11.1lcUion in 	Ax Humpshir-e and is in \hc bes\ intcos\of\hc 
consunco" 

Tof[Tsclium|ccmrniorricc prcsidrnlofbuSincssderc}opn cn1o1North An'cr%icamPower nvhich hum 
3- 1XX0cicciricsupo|ycuskOmcoin\hcsto!c,cchocd\hu|ycntimcnL 

"\\C SLlPPOI -t chung,, ing \hc connn!po|icy o[i ~ uorxu\ccingprofi!sondcos\rccovcry fo 	Q 	xrcr 
p|un\s,rcgard|cssofrrhc\hcrihcp|unlsoperaUc ornoi," hc soid. "Thco ai -e urungc o| 	-i 	1 rnu|iresto 

Thr Ncn En-|und PnncrGcncrokns /\ssociotion, nprcscntingponcrp|uotonnco, cal|cd mn PSNTl0m 
\okc up \be choUcn` ond coa\c an unrej:11.1lolcd subsidiory \o iokc orcr \hc poncrplonis und compc\c oo 
uncquol footin£rri\h 	PGAmcmbcrs. 

"Wc/~/ ~i~~cP~~sU[~np ~~o1~f~~~B~c~s~o~o ~~~~~ cmyc ~ npmscn\or~uc,~~ 
tilcy shou.wpN thcirmoncy xhco tilcirmoutli is und plocc tilcm in unon'Liti|i1y suhsidiory," mid 
NEPGA Pr sidcnlDm' Dolon. 

BmtFronut ,monagin£dircctm - ofKcsidcnlPonccrri\hK1XX)cusknnco,soid\hcre\oi|supo|icouro 
notofonc mind on \ll( 	_ t. 

"\\e\e  going \obe spcndng o |oiofcnoncvhcrc in Nc`x8amoshi/r io sokc auroblcm ibc cmnpctitive 
markcicon|dso|rconi\smrn.'bcsuid."|finditsomc`xho\dubiuusforthcopoUNclolm[ho1i(sgottfic 
SLIpport o[allcompct1t1rcsunoicrs./f Voulooko1lhcsunnirr»supporting(fonrcd dircsti\urc),i/s\hose 
nhohurcrrho)csalc osse!s!bo1 	Id be ab|c \ocon pc\c forPSNH busincssos dcfau|i 
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0uduFnONooe:Uniou[uodo Ou6oc 
NevaTcxt:C(DNC0RD--Tboyoverp&maoxned6yPuNic Scrvicno[Ncw8mzpaNreoruo1vorth 
nearly asomch asdmmopmny thinks, according to staff investigators at the Public 0]itiea 
Commiosioo ` xl-ioauggcddmcugulatrJud|dyabouldge/ouzo[dopovcr-geoerating6usiocaomzd 
[ocuaurc|uaivu|yoouoergy de|ivery .  

"We reconunend that PSNH be asked to bring forth inimediat6y pmymals tl -iatvouldoddressotransfer 
o[euergympylyoamxnmxuo[5UatciooccordvdbdnoyLimsticvievadzat thecoopmnyboa 
uxpressed with regmdmdmvalueo[thoseosscts,"dostaffvmte ioo55-poge reportUkelymchauge 
the1acco[coopc/divuulectricdyaoleaiodogatc. 

Tboreyort ` isnuedlduFrilayofteoz000 is&mrenubofu6vu-000Uzohzdyinmdocurrcmauxeo[ 
deroguladou triggered by the steady migration of PSNH energy supply customers to competitors. k 

Sincclablamyuor ouorly 100,000o[docoopany'a400,000cuamoembovcm^6ubcdmcoopcdmr 
for energy supply, leaving a shrinking customer base mpoybighcrratuaioauyyorto[P8NDoycrating 



costs, which include aging coal-frred plants 

"The situation looks to worsen, as continuing migration from PSNH's default service by customers 
causes an upward rate trend," the report states. "We fmd no supportable basis for optimism that future 
market conditions will reverse this unsustainable trend, especially in the near term. To the contrary, the 
PSNH fossil units face uncertainties that combine to create a risk of further, potentially substantial 
increases in costs." 

The report describes the situation as urgent and demanding immediate attention from the PUC, the state 
Legislature and the governor, warning that, "taking no action threatens to leave a dwindling yet still 
substantial number of the state's residents and small businesses facing ever higher costs for service 
relative to market alternatives and could eventually threaten the fmancial health of PSNH." 

The staff urges the commission to open hearings to determine whether PSNH should unload the power 
plants and how they should be unloaded. The hearings would also determine how PSNH would be 
compensated for losses incurred in such a transaction, also known as "stranded costs." 

Little market value 

The company invested more than $400 million in pollution-control systems that went online in 2011 at 
the PSNH coal-fired plant in Bow, and would likely be facing substantial losses if it had to sell the 
plant. In addition to the 440-megawatt Bow plant, called Merrimack Station, the other power plants at 
issue are Schiller Station in Portsmouth, 150 megawatts with two coal boilers and one wood boiler; and 
Newington Station, 400 megawatts, wlhich was built to burn oil and retrofitted in the early 1990s to 
burn a combination of oil and natural gas. 

In addition, the company owns nine hydro plants scattered around the state generating about 68 
megawatts. 

PSNH believes it can still demonstrate their economic value. "We will respond to this report in the 
manner directed by our regulators, and look forward to demonstrating the significant benefits PSNH's 
generation fleet provides to customers," said PSNH spokesman Martin Murray in a statement issued 
after the report was released. 

The PUC staff is not likely to be swayed. 

"We do not share the view of PSNH, nor has the company in response to our requests provided any 
analysis confrrming its view of fossil fleet value," they wrote. "Our analysis shows that the fossil units 
have very little market value." 

Susan Chamberlin, consumer advocate at the PUC, agrees with the report's conclusion that something 
has to change. 

"Right now, residential ratepayers are paying the majority of the cost for PSNH power plants, and the 
plants just are not economical," she said. "There are too many other lower-cost options in the market." 

When lawmakers initially approved deregulation of energy sales in New Hampshire, they anticipated 
that PSNH would get out of power generating and focus exclusively on delivering electricity. The 
company sold its interest in the Seabrook Station nuclear power plant, but the law was later revised to 
allow PSNH to retain its remaining power plants, in the wake of the California electricity crisis. 

Options to consider 

Lf PSNH is going to be forced to sell the power plants, the Legislature will likely have to become 
involved, Chamberlin said. 

"The commissioners are trying to bring all the parties together," she said. "If they issued something on 
their own, and the Legislature didn't like it, the Legislature would just overturn it." 



There are many options for divestiture and for recovering stranded costs, which according to the report 
will require consideration by regulators, and legislative and executive leadership. 

After that, the whole matter could end up in the courts anyway. 

According to the report, everyone involved needs to proceed with a sense of urgency: "There is not a 
great deal of time for the state to act to address what will become an increasingly onerous burden for 
what now comprises a majority of the state's residents and many of its smaller businesses." 

The Liberty Consulting Group of Lebanon, Pa., assisted in developing the report. The company 
specializes in advising utility managers, executives and regulators. 
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